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In a speech to Parliament, presenting the 1953-54 
budget, the Minister of Finance of Pakistan stated that 
the recent general decline in world raw material prices 
had been particularly severe for jute and cotton which 
comprise about 90 per cent of Pakistan’s total exports. 
Therefore, foreign exchange receipts fell from Rs 2,880 
million in 1951 to Rs 1,920 million in 1952, although the 
volume of exports was not greatly reduced, The attempts 
of the Government, beginning at mid-1952, to lower im- 
ports to the reduced level of foreign exchange earnings 
were not effective until late in the year when the open 
general license was canceled. Consequently, foreign ex- 
change payments rose from Rs 236 million in 1951 to 
Rs 288 million in 1952, and Pakistan had a balance of 
payments deficit of Rs 870 million in 1952 compared 
with a surplus of Rs 520 million in the previous year. 
Gold and sterling reserves were reduced from Rs 1,482 
million on January 1, 1952 to Rs 606 million at the be- 
ginning of 1953. 

Furthermore, in the past year Pakistan had to cope 
with a shortage of food grains which aggravated the set- 
back resulting from the fall in export prices. In order 
to meet an estimated wheat deficit of 1 million tons, 
Pakistan had arranged by March 1953 to import 804,000 
tons of wheat from various countries. A part of these 
imports was financed by foreign credits. For the 1953-54 
crop year, the wheat deficit is estimated to be around 1.5 
million tons. The Government has already attempted to 
procure a substantial portion of the required wheat im- 
ports against loans or grants. At the same time, it has 
taken steps to raise the domestic production of food 
grains. 

It is estimated that foreign exchange receipts will not be 
so high in 1953 as in 1952, but foreign exchange pay- 
ments will be kept within the limit of foreign exchange 
earnings, according to the Government’s recently an- 
nounced import policy. No large drain on Pakistan’s 
external reserves is therefore anticipated, although the 
probable wheat deficit to be covered by imports is greater 
than in 1952. As a result of the new import policy, ex- 
ternal reserves increased by Rs 52 million during Janu- 
ary and February. The import reduction is largely at the 





International Materials Conference 

The Manganese-Nickel-Cobalt Committee of the Inter- 
national Materials Conference announced on March 26 
the acceptance by thirteen of its fourteen member Govern- 


INTERNATIONAL MONETARY FUND ' 


Developments in Pakistan Economy 





os 








ALPR 1 31953 





April 3, 1953 


expense of consumers’ goods, since priority is accorded 
to imports for security and development. 


The Minister explained that the effect on revenue of 
the falling export prices had been taken into account when 
the 1952-53 budget was prepared; revenue had been esti- 
mated at Rs 1,249 million, compared with Rs 1,405 mil- 
lion in 1951-52, and expenditures had been set at 
Rs 1,245 million. Revised estimates for the year indicate 
that these figures will have to be adjusted only slightly. 
The budget for 1952-53 is expected to close with a small 
surplus. 


In the 1953-54 budget, revenue is further reduced to 
Rs 927 million, and expenditures to Rs 985 million. The 
deficit is only nominal because it will be met from new 
taxes to be imposed during the year. The major revenue 
reduction is in customs receipts, which are estimated at 
Rs 301 million, compared with Rs 618 million in 1952-53. 
Revenue from the sales tax, which is similarly affected 
by the greatly reduced value of imports, is estimated at 
Rs 115 million, nearly 50 per cent less than in 1952-53. 
These decreases are offset to only a limited extent by in- 
creases in several other relatively minor sources of reve- 
nue. Expenditures are reduced primarily by cuts in 
provisions for defense and civil administration. Pro- 
visions for education, health, and medical care are raised 
slightly. 

Capital expenditures for 1953-54, estimated at Rs 582 
million, are only slightly below the revised estimates for 
1952-53 (Rs 609 million). The reduction is made at the 
expense of capital expenditures for defense which are 
lowered from Rs 293 million in 1952-53 to Rs 199 million 
in 1953-54. On the other hand, capital expenditures for 
development are increased from Rs317 million to 
Rs 383 million. To finance capital expenditures, the Gov- 
ernment, as in earlier years, will rely on domestic loans, 
foreign credits, and its cash balances. But, in addition, 
in 1953-54 it will be able to make use of net receipts from 
the sale of government-held stocks of export and import 
goods. 


Source: Budget Speech of the Finance Minister of Paki- 
stan, Karachi, Pakistan, March 14, 1953. 


ments of a second quarter 1953 plan of distribution for 
primary nickel and oxides. The reply of the Government 
of Belgium is still awaited. The total quantity distributed 
in the plan is 37,800 metric tons, nickel content. Approxi- 
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mately 500 metric tons of Japanese nickel is not included, 
because it has not so far been possible to determine to 
what extent importing countries would purchase this high- 
priced nickel. 


Source: International Materials Conference, Press Re- 
lease, Washington, D. C., March 26, 1953. 


British Commonwealth Development Finance 
The communiqué of the Commonwealth Economic Con- 
ference at the end of 1952 noted that “the Conference 
welcomed the proposal by a group of important financial, 
industrial, and commercial concerns in the United King- 
dom to form a company to further development in other 
countries of the Commonwealth and the Colonial empire” 
(see this News Survey, Vol. V, p. 198). A new financial 
institution, the Commonwealth Development Finance 
Company Limited, has now been formed along these 
lines. It has an authorized capital of £15 million, of 
which £8.25 million in £1 “A” shares will be taken up 
by industrial, commercial, mining, shipping, and financial 
houses, while £6.75 million in £1 “B” shares will be 
subscribed by the Bank of England. In the first place 
it is intended to call up only 10 per cent of the capital. 
The Company will have the power to borrow up to twice 
the issued capital, and it will finance its operations largely 
through borrowing. The Company’s aim will be to sup- 
plement, and not to supplant, other organizations con- 
cerned with the development of Commonwealth resources; 
hence, it may often act as a lender of last resort, taking 
action when an eligible borrower has provided a reason- 
able stake of his own and has raised as much as possible 
through the markets in the United Kingdom or in the 
area where the investment is to be made. 


Source: The Economist, London, England, March 28, 
1953. 


Europe 

European Coal and Steel Community 

On March 10, the High Authority of the European 
Coal and Steel Community fixed maximum prices for 
coal by type and region. With the exception of the special 
case of Belgian prices, this action does not change the 
prices which were enforced before this date. The removal 
of ceiling prices was not considered possible at present, 
since it might result in substantial price increases. No 
double pricing is permitted, but the German practice of 
charging especially low prices to domestic consumers, 
power stations, railways, and fishing fleets is allowed to 
continue. The Belgian market is closed to imports of 
coal, but licenses will be granted in exceptional cases. 
The subsidy to be paid to Belgian producers to compen- 
sate for price reductions was fixed at Bfr 1,350 million 
(US$27 million). It will be paid in equal amounts by 
the Belgian Government and by the High Authority which 
will impose a sales tax of 1.1 per cent on German and 
Netherlands coal (see this News Survey, Vol. V, p. 253). 
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This tax is to be reduced by 20 per cent each year and 
will end after five years. 

A maximum price of $36 per ton for scrap was fixed 
on March 15. This is an f.0.r. price at six or seven key 
points, the delivered price to steel works depending on 
transport costs. The Authority has sanctioned a joint 
scrap-buying organization, run jointly by the steel in- 
dustry and scrap trade. A levy will be charged on all 
purchases and the proceeds will be paid into a compensa- 
tion fund, to be used to subsidize high import prices of 
scrap. 

Sources: Le Monde, Paris, France, March 11 and 20, 
1953; The Financial Times, London, England, 
March 16 and 17, 1953. 


EPU Operations in February 

The EPU settlement figures for February again showed 
a tendency toward a more balanced structure of payments. 
The total of net surpluses reached only 86.9 million units 
(1 unit = US$1). Germany recorded the largest surplus 
in February (31.6 million units), half of which was 
settled in gold and half in dollars; Germany’s cumula- 
tive net surplus reached 418.6 million units and the total 
credit granted by Germany to EPU, 265.2 million units. 
Since the United Kingdom is still in the fifth tranche of 
its quota, its surplus of 27.7 million units was settled 
30 per cent in gold and 70 per cent in credit. The Nether- 
lands surplus (17.6 million units) was about twice that 
in January; it was settled 50 per cent in gold and 50 per 
cent in credit. The only other countries with creditor bal- 
ances were Switzerland (9.8 million units) and Portugal 
(0.3 million units). 

The French position deteriorated in February as the 
monthly deficit increased to 31.3 million units, from 10.9 
million in January. The cumulative accounting deficit of 
France reached 655.0 million units—i.e., 135 million 
above the quota—and the entire February deficit had to 
be settled in gold. Italy also had a large deficit (29.8 
million units). The recent series of monthly deficits 
have reduced Italy’s cumulative accounting surplus, 
which last September exceeded its quota, to less than 40 
per cent of the quota. Mainly as a result of a large 
bilateral deficit of 14.6 million units with the sterling 
area, Belgium had a small deficit (3.1 million units) for 
the third month in succession. Turkey, after relatively 
large surpluses in December and January, reverted to a 
deficit of 0.8 million units. Deficits were also recorded 
by Norway (8.1 million units), Sweden (7.6 million 
units) , Greece (2.0 million units), and Denmark (2.0 mil- 
lion units). As a result of the February settlements, the 
gold and convertible holdings of EPU increased by 
8.4 million units, to 383.5 million units. 

Sources: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, March 14, 
1953; The Financial Times, London, England, 
March 6, 1953. 
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Easing of U.K. Import Restrictions 

The U.K. Government has announced that many im- 
ports from Western Europe and certain other countries 
—mainly foodstuffs and manufactures, including unra- 
tioned cheese, textile yarns and piece goods, gloves, foot- 
wear, carpets, and glass—were restored to open general 
license on March 25. In addition, global quotas for 
certain other goods are being increased for the second 
half of this year. The effect of the relaxations will be 
to raise from 44 to 58 the percentage of U.K. imports 
on private account from Western Europe which is free 
from quantitative restriction. 

The annual foreign travel allowance has also been 
increased from £25 to £40 per adult, with effect from 
March 24. The allowance for children under 12 years 
of age has been raised from £15 to £30, and the auto- 
mobile allowance from £15 to £20. 

While precise calculations of the total cost of these 
relaxations are not possible, it is roughly estimated that 
total additional expenditure may be around £40 million, 
of which £8 million may be due to the higher tourist 
allowance. 

Announcing these measures in the House of Commons, 
the President of the Board of Trade stated that the relax- 
ations represented the maximum possible under existing 
circumstances, in view of the large cumulative U.K. deficit 
of about £300 million wth EPU. 

The relaxations should benefit mostly France and 
Italy—the two countries hardest hit by the U.K. restric- 
tions imposed in late 1951 and early 1952. The French 
tourist industry is also likely to benefit from the per- 
mitted use, for tourist purposes, of British balances which 
originate from sales of securities and property in France. 
These balances can, up to certain limits, be converted 
into French franc travelers’ checks at a favorable rate, 
now reported to be around 1,150 francs per pound 
sterling. 

When these relaxations were announced to the OEEC 
Council, assurances were given that the United Kingdom 
did not intend to attempt convertibility at the cost of 
greater trade restrictions. The United Kingdom sug- 
gested that the EPU, which was due to expire on June 30, 
be renewed for one year on condition that any member 
should have the right to raise the matter again if, before 
the middle of 1954, it were thought possible to move 
toward a wider system of payments. The adoption of 
this formula would preclude the possibility of any mem- 
ber contracting out of EPU unilaterally. 


Sources: The Times, March 24, 1953, and The Financial 
Times, March 26 and 27, 1953, London, Eng- 
land. 


French Budgetary Problems 


The French budgetary position for the current cal- 
endar year has been characterized thus far by low 
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Treasury reserves and a high deficit. In the budget 
voted February 6, 1953, there is a deficit of about 500 
billion francs (469 billion francs when “temporarily 
blocked appropriations” are excluded), even after allow- 
ance is made for U.S. aid in 1953, which was then esti- 
mated at 173 billion francs. Taxes were estimated at 
3,009 billion francs, which exceeds civilian expenditures 
(1,641 billion francs, excluding “temporarily deferred 
appropriations”) and military expenditures (1,243 billion 
francs, excluding “temporarily deferred appropriations”). 
The 1953 budget—like all postwar French budgets—also 
includes appropriations for investment, e.g., the Monnet 
Plan and reconstruction of war damages (708 billion 
francs for 1953), and for various special accounts (59 
billion francs). 

As the Treasury position has been rather weak since 
the end of last year, the Government had to sign a con- 
vention with the Bank of France on January 24, in order 
to borrow 50 billion francs, to be refunded in April and 
May 1953 (see this News Survey, Vol. V, p. 237). On 
March 24 a new convention was signed, allowing the 
State to borrow an additional 80 billion francs from the 
Bank, to be refunded as of May 31. Thus the Govern- 
ment has to repay the Bank of France 25 billion francs 
in April and 105 billion francs in May. The National 
Assembly voted both projects with considerable reluc- 
tance. 


The Finance Committee of the National Assembly has 
rejected the first of the projects for fiscal reform sub- 
mitted to it by the Government in the first half of March. 
Sources: Le Monde, Paris, France, March 23, 24, and 

25, 1953. 


Improvement of Netherlands Dollar Position 

Netherlands exports to the United States in 1952 
reached a peak figure of 515 million guilders (US$136 
million), 25 per cent higher than in 1951. Imports from 
the United States rose only 1.2 per cent, to 1,084 million 
guilders (US$285 million). 


Tin was again the leading export; next in importance 
were meat and seafood products (mostly in tins), plants 
and flower bulbs, fabrics and wearing apparel, and ani- 
mal feedstuffs. Such important trade categories as dia- 
monds, some chemicals, and hides and leather are ex- 
cluded from these export figures. If they were included, 
the figure of 515 million guilders would be increased to 
630 million guilders. Among imports, coal, raw cotton, 
wheat, and corn were foremost. While coal imports for 
the entire year were somewhat above those of 1951, they 
have been declining for the past several months. Wheat 
imports in 1952 were considerably less than in 1951. 

Dollar earnings from “invisibles” are estimated at 400 
million guilders ($105 million) for 1952. The major 
items included in this figure are transit shipments, and 
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purchases, mainly of foodstuffs, by the U. S. forces in 
Europe. 

The difference between receipts from and payments 
to the United States was more than covered by MSA aid. 

Prospects for a further expansion of exports are con- 
sidered to be good, and there is no expectation of a drop 
in “invisible earnings.” Sales to U.S. troops will possibly 
exceed the 1952 figure of $15 million and, in addition, 
receipts from military offshore purchases will begin as the 
goods are delivered. Last year the Netherlands received 
U.S. offshore purchase orders of $42 million, virtually 
none of which have yet been paid for. Primarily because 
of the steady decline in coal imports, it is believed that 
imports from the United States will not rise. 

Press reports have mentioned that liberalization of a 
certain percentage of imports of dollar goods (raw ma- 
terials and semifinished products) is being considered. 

The rate for the export bonus dollars (exporters are 
entitled to use freely 10 per cent of the dollar proceeds 
of domestically produced exports) has dropped to be- 
tween 4.15 and 4.20 guilders, following an earlier de- 
crease from 5.50 guilders to 4.30 guilders. At the present 
level of 4.18 guilders, the premium for these dollars is 
only 10 per cent over the official dollar rate of 3.80 
guilders. 

Sources: De Maasbode, Rotterdam, Netherlands, March 
24, 1953; The Journal of Commerce, New York, 
N. Y., March 27, 1953. 


Norwegian and Netherlands Whaling Industries 

During the whaling season in the Antarctic, which 
ended recently, Norwegian whaling factories produced 
738,117 barrels of oil, which is 80,000 barrels less than 
was hoped for at the beginning of the season and about 
230,000 barrels less than the 1952 production. However, 
this year only 7 expeditions with 95 catchers were operat- 
ing (see this News Survey, Vol. V, p. 111), compared 
with 10 expeditions with 132 catchers last year. The 
sperm oil production of the Norwegian expeditions this 
year reached less than 30,000 barrels. Whereas last year 
some whale oil was stored temporarily because of diffi- 
culties in obtaining profitable prices, the total production 
this year has been sold in advance at prices averaging 
about £72 per ton, which is somewhat less than the aver- 
age price obtained last year. 

The train oil production of the Netherlands Whaling 
Company totaled 16,965 tons in the season ended 
March 16. Last year’s production was 15,500 tons. The 
total production had been sold to the Netherlands Gov- 
ernment in advance of output, at a price of £77 10s. per 
ton. The price is about 38 per cent lower than last year, 
but is said to be not unsatisfactory. 


Sources: De Maasbode, Rotterdam, Netherlands, March 
21, 1953; Norges Handels og Sj¢fartstidende, 
Oslo, Norway, March 26, 1953. 


Norwegian Steel Works 


The construction of an electric iron and steel plant in 
Mo i Rana in northern Norway is-progressing so satis- 
factorily that three electric pig iron smelting furnaces 
are expected to be ready to start production at the end 
of this year. The steel mills will begin operations in the 
summer of 1954, and the rolling mills early in 1955. 
It is estimated that the plant’s annual output of rolled 
steel will then be 165,000 tons. Production may be in- 
creased gradually, first to 220,000 tons a year and then 
to 440,000 tons. 

Norway’s present iron and steel consumption is about 
420,000 tons a year, virtually all of which has to be 
imported. The new plant will gradually reduce steel 
imports. 

Source: Royal Norwegian Information Service, News of 
Norway, Washington, D. C., March 12, 1953. 


Middle East 


Exchange Regulations in Egypt 


Egypt’s Ministry of Finance and National Economy 
has decided to stop payment of foreign exchange for 
tourism outside Egypt this year. No applications for 
foreign exchange for any purpose will be considered, 
with the exception of those connected with trade or 
severe illness. 


It also has been decided that all offenses against ex- 
change regulations imposing restrictions on the export of 
money or jewels shall be referred to the military courts. 
Penalties for such offenses have been made more severe. 
This ruling has subsequently been made retroactive. 


Sources: Al Ahram, March 15, 1953, and The Egyptian 
Gazette, March 19, 1953, Cairo, Egypt. 


Trade Between Egypt and United States 


The United States has become Egypt’s chief trade part- 
ner, thereby replacing the United Kingdom in this respect 
for the first time. Egypt’s imports from the United States 
in 1952 were 645,000 tons valued at LE 36 million, 
and its exports were 158,000 tons valued at LE 17 mil- 
lion. Imports from the United Kingdom during the same 
year were valued at LE 29 million and exports at LE 6 
million. 


Source: Al Ahram, Cairo, Egypt, March 20, 1953. 


U.S. Technical Assistance to Egypt 


An agreement was concluded on March 19 between 
Egypt and the United States whereby 80,000 acres of 
land in Egypt will be reclaimed at a cost of LE 5,450,000. 
The United States will provide LE 3,471,000 (US$10 mil- 
lion) and Egypt the remainder. The U.S. contribution 
will be used mainly to purchase imported materials. It 
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is expected that 16,000 people will be settled on the new 
land. Each family will be given five acres, and houses 
and schools will be built for them. Cooperative societies 
and training centers for improved methods of cultiva- 
tion will be established in the area. Some Egyptians 
will be given training in the United States. 


Source: L’Observateur, Cairo, Egypt, March 20, 1953. 
Exchange Rates in Israel 


The Government of Israel expects to introduce two 
new unofficial rates for the Israeli pound in relation to 
the U.S. dollar to cover tourism exports and capital 
transfers. The rate applicable to tourism and exports 
will be I£1.8 = US$1, and the rate applicable to transfers 
of capital will be I£2 = US$1. Currently, most of these 
transactions have been subject to rates of I£1 = US$1 and 
US$1.40. 

No change is expected in the existing official rates, and 
the differences between the new and existing rates will be 
paid as a “premium.” 

Source: New York Herald Tribune, 
March 25, 1953. 


New Israeli Gold Coins 
The Jewish National Fund has requested the Israeli 


Government’s approval to issue gold coins with a fine 
gold content no less than that of the sovereign. The 
coins, to be called shekels, would be minted outside of 
Israel by a group of international banks and would be 
marketed in Israel and abroad. The minting of the coins 
is being planned in order to obtain the premium which 
gold coins command over gold bullion, to bring out hid- 
den stocks of gold in Israel, and to establish a legal 
market for the new gold coins. Israeli residents would 
be able to buy the new gold coins against sovereigns, 
othér gold coins, or unminted gold, and would be able 
to use the new coins as collateral against bank credits. 
Source: The Financial Times, London England, March 9, 
1953. 


Paris, France, 


Unemployment in Israel 


As an emergency measure to fight unemployment, the 
Israeli Government is considering a compulsory loan, 
which will be equivalent to a tax of 3 per cent on gross 
incomes. At present, unemployment amounts to 10 per 
cent of the working population. It is most prevalent in 
the large cities and is due mainly to a decrease in foreign 
currency income, on which Israel is so dependent, and 
to a retrenchment in the Government’s ordinary expendi- 
tures. 


Source: Business Digest, Haifa, Israel, March 4, 1953. 


New Syrian Monetary Law 


The Council of Ministers has approved the new mone- 
tary law setting up an independent Central Bank in 


Syria. The Bank will take over the assets and liabilities 

of the Issue Department of the Syrian branch of the 

Bank of Syria and Lebanon. The date at which the 

transfer will be made has not been decided, however. 

Source: Le Commerce du Beirut, Lebanon, 
March 28, 1953. 


Levant, 


Loan to Finance Rail System in Iraq 


A law has been passed authorizing the Iraqi Ministry 
of Finance to float an ID 4 million loan, to repay a 
loan of ID3 million received in 1950 from the British 
Government and to cover an ID 1 million deficit in the 
capital expenditures of the railroad. The principal cap- 
ital expenditure in 1952 was ID 200,000 for 10 locomo- 
tives from the United Kingdom; 200 railroad cars are on 
order from the United Kingdom. The only new railroad 
construction during 1952 was 6.3 miles of rail to Dora, 
where an oil refinery is being erected. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 23, 1953. 


Distribution of State Lands in Iraq 


Some 2 million dunums of state lands in Iraq are 
ready for distribution among small cultivators in Baghdad 
and other districts. Between 1946, when the distribu- 
tion of state lands began, and the end of last February, 
state lands had been distributed among 7,298 cultivators; 
the share per cultivator ranged from 50 dunums to 300 
dunums according to the fertility and means of securing 
water for the cultivation of land (1 dunum = 0.22 acres). 


Source: Al-Zaman, Baghdad, Iraq, March 13, 1953. 


Far East 
India’s Foreign Trade in 1952 


The Indian Ministry of Commerce and Industry, in its 
report to Parliament, has stated that the adverse trade 
tendency which had appeared during 1952 had been 
arrested by the policy of liberalizing exports and restrict- 
ing imports, and therefore India had ended the year with 
a satisfactory balance. Import policy had been liberalized 
early in 1952 when foreign supplies were scarce; and 
exports had been restricted and subjected to heavy duties 
when foreign demand outstripped productive capacity 
and threatened to cause domestic scarcities. When the 
demand for India’s main exports—jute products, cotton 
textiles, and raw materials—declined, and more foreign 
manufactures became available, these policies were con- 
tributing to an adverse balance which averaged Rs 283 
million per month in the first half of the year. But for 
the second half of the year, the deficit was reduced to 
Rs 37 million per month, as a result of more rigorous 
import restrictions, lower export duties, and liberalized 
export controls. 
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Exports for the year 1952 were valued at Rs 6,170 mil- 
lion, against Rs 7,670 million in 1951; imports were 
Rs 7,910 million, against Rs 8,430 million; and the deficit 
was Rs 1,740 million, against Rs 760 million. Of food 
imports valued at over Rs 2,000 million, Rs 1,430 million 
was imported in the first half of the year, and nearly 
Rs 520 million represented wheat obtained under the 
U.S. loan. 

There was little change in the direction of trade. The 
United Kingdom’s share of India’s exports declined from 
26 to 20 per cent; her share of India’s imports increased 
from 17 to 19 per cent. 

Source: The Times of India, Bombay, India, March 26, 
1953. 


Ceylon’s Import Monopoly 

The Government of Ceylon’s import monopoly of rice, 
flour, and sugar, which was due to expire in June 1953, 
will be extended for four more years commencing July 
1953. The supply of flour and sugar is not short, but 
the selling price of flour is subsidized and the scale of 
flour consumption depends on the availability of rice. 
Sugar is sold at a profit which offsets part of the subsidy 
on rice and flour. 
Source: Ceylon News, Colombo, Ceylon, February 26, 

1953. 


Japanese Shipping Developments 

As part of Japan’s four-year plan for shipping con- 
struction of 720,000 gross tons, 51 ships will be built in 
the first half of the fiscal year 1953-54, compared with 
41 ships built in the entire fiscal year 1952-53. Fourteen 
ships will be capable of 16 knots or more, and five ships 
of from 20 to 22 knots; they will be the first such ships 
to be built in Japan since the end of the war. At present, 
Japanese ships are outnumbered 10 to 4 on the eleven 
major sea lanes connecting Japan with foreign ports. 
The reverse was true in prewar days when Japanese ships 
outnumbered the total of all foreign ships. Japanese 
ships, which used to make 60 monthly trips against 55 
for foreign ships, are now making only 30 trips against 
79 by foreign vessels. In addition, Japanese shipping is 
confronted with the difficulty of a surplus of low-speed 
vessels. By the end of 1952, Japan had 332 ocean-going 
vessels, totaling 2,047,651 gross tons, of which only 23, 
or 178,581 gross tons, were capable of 16 knots or more. 

Japan’s earnings from shipping for the entire fiscal 
year 1952-53 are estimated at about US$185 million. 
While this is $36 million more than in the previous fiscal 
year, the gain is not deemed commensurate with the in- 
crease of some 600,000 gross tons in Japan’s ocean-going 
fleet in 1952-53. It is expected that the gains being made 
in the regular runs will continue, while irregular services 
and tanker cargo will decrease. Japanese lines intend 
also to participate further in freight conferences, with a 








view to increasing their business. At present, there is a 
“freight war” between the lines operating from Japan. 
As a protection against the undercutting by independent 
companies, conference members have also suspended their 
fixed tariff rates on 10 items shipped from Japan, although 
this suspension has been opposed by Japanese members. 
Source: The Journal of Commerce, New York, N. Y., 
March 25, 1953. 


Japan-China Trade 


According to a barter trade contract signed by the 
Japanese Government and a trading company of Main- 
land China, Japan is to import magnesia clinker (2,000 
tons), wheat bran (2,000 tons), soybean cakes (3,000 
tons), clay (4,000 tons), etc., and will export edible 
seaweed (1,200 tons), bicycles (3,430 units), rayon yarn 
(100,000 pounds), and other items. The value of the 
imports and exports is estimated to be £380,000. 

A shipment of Japanese exports could have been sent 
on a Tokyo ship at the middle of January if the Japanese 
firm had been able to have a letter of credit opened 
through a foreign exchange bank in Japan for the firm 
in China. The city banks in Japan, however, did not 
show interest in the business; it is reported that the 
reasons were (1) that it is not easy for them to open a 
letter of credit, except on the full margin basis, for an 
amount as great as Y 100-200 million for a company that 
is not well known to them; (2) that, because of the 
diversity of the merchandise, they could not be assured 
that the shipper and the suppliers could handle the busi- 
ness smoothly and profitably; (3) that they could not 
have full confidence in the small firms which are to act as 
subcontractors; and (4) that they have no correspondent 
in China who will act for them in case of need. 
Source: Bank of Tokyo, Weekly Review of Economic Af.- 

fairs in Japan, Tokyo, Japan, February 14, 1953. 


Indonesia to Liberalize Imports 


According to a statement by the President of the 
Central Bank of Indonesia, the amount of import licenses 
issued during the second quarter of this year will be 
increased considerably. It is expected that licenses will 
be issued for private and government imports, valued at 
nearly Rp 2 billion. 

A principal factor in this liberalization of import policy 
is said to be the recent tendency toward an improved 
payments situation, which has made it no longer neces- 
sary to sell gold. In January and February 1953, there 
were foreign currency surpluses of Rp 171 million and 
Rp 186 million, respectively. (For the entire year 1952, 
there was a payments deficit of nearly Rp 2,430 million.) 

Two other reasons for the new import policy are the 
increased demand for imported goods for the imminent 
Moslem holiday season, and the need to counteract the 
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recent revival of hoarding in expectation of a further 
devaluation of the rupiah. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., March 30, 1953. 


Philippine-Japanese Salvage Agreement 

An interim agreement concluded on March 12, to 
cover part of Japanese reparations to the Philippines, 
provided for the salvage by Japan of sunken ships in 
Philippine waters (see this News Survey, Vol. V, p. 241). 
Japan agreed to provide the Philippine Government, 
free of charge, with the services of Japanese salvage 
experts and all the equipment necessary for salvaging 
the ships. The Philippines committed itself, to the extent 
permitted by Philippine laws, to provide the Japanese 
salvage teams with such facilities as are readily avail- 
able locally for the salvage operations. All expenses 
arising from the salvage operations will be borne by the 
Japanese Government, and any advances that the Philip- 
pines may have to make will be deductible from the 
charges for services that Japan may present at some 
future date. The agreement paved the way for the early 
removal and recovery of some 64 ships which could be 
converted into scrap iron. Estimates indicated that 
about 560,000 tons of scrap iron might be recovered. 
Source: Far East Trader, New York, N. Y., March 25, 

1953. 


United States and Canada 


U.S. Economic Activity in First Quarter of 1953 

Stability at high levels characterized the U.S. economy 
in the first quarter of 1953. Personal consumption, fixed 
business investment, and government purchases appear 
currently to be absorbing a larger share of the national 
product, with the result that the flow of additional goods 
into inventories has been greatly reduced. Despite the 
progressive relaxation or removal of controls over prices 
and materials, prices have varied only slightly. This 
signifies a situation of adequate supply of most com- 
modities. The most pronounced price movements have 
been in markets for farm products, where surpluses— 
which are due in part to seasonal changes and in part 
to reduced export demand—required large support oper- 
ations by the Government. 

Industrial production rose moderately in the first three 
months of the year, with the greatest increases in the 
steel, construction, and automobile industries. Steel 
production is at full capacity; construction expenditures 
are six per cent above 1952 levels; and automobile pro- 
duction is the highest in two years. Retail sales in 
January were ten per cent above those in January 1953. 
Durable goods sales were aided by the contra-seasonal 
expansion of installment credit. 


Source: Department of Commerce, Survey of Current 


Business, Washington, D. C., March 1953. 
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Canadian Trade in Securities during 1952 

Canada’s international trade in securities during 1952 
resulted in net purchases by Canadian residents of 
Can$78 million, in contrast to net sales of Can$18 mil- 
Jion in 1951. There was a net purchase balance of 
Can$92 million with the United States; the repurchase 
and retirement of U.S. holdings of Canadian Government 
debt were partially offset by sales to U.S. residents of 
Canadian equity issues. 


Source: The Gazette, Montreal, Canada, March 20, 1953. 


Latin America 
Tariff Modification in Mexico 


As part of a series of measures by the Mexican Govern- 
ment to increase revenues and protect national industries, 
the duties on imports of many luxury goods and textiles 
have been raised. The textile industry, at present, has 
large stocks of merchandise on hand. The principal 
articles affected by the measure are candy, tobacco, some 
types of wood furniture, some building stones, pottery, 
glass and crystal, silver articles, jewelry, toys, alcoholic 
beverages, handbags, some types of clothing, trunks, 
pencils and fountain pens, radio aerials, and private 
airplanes. Such articles as refrigerators, automobiles, 
and radio sets are not affected. 


Sources: Excelsior, Mexico, D.F., March 18 and 19, 1953. 


National Development Institute of Nicaragua 


By a decree of March 7, an Institute for National 
Development was established in Nicaragua. According 
to the law, the Institute’s chief task will be the technical 
planning of government development projects. In its 
first year, the activities of the Institute will be concen- 
trated on the promotion of the cattle industry, coffee and 
African oil palm plantings, the establishment of a good 
technical staff, and the extension of credits to the pro- 
posed new industries. 

Source: Diario Oficial, Managua, Nicaragua, March 8, 
1953. 


Colombian Tax Legislation 


A tax reform decree was signed in Colombia on Feb- 
ruary 6. Its principal features are as follows: A rebate 
on taxable income is allowed for losses through robbery, 
fire, or other destruction where no indemnity is received 
from insurance; existing regulations regarding rebates 
in respect of bad and doubtful debts and non-income 
producing assets are clarified; excess profits tax regula- 
tions are modified; all existing cash surcharges are in- 
corporated into uniform scaled tariffs for income tax, 
estate tax, and excess profits tax; tax declarations and 
assessments for partial periods are now obligatory, and 
no permit to leave the country will be issued without a 
tax clearance certificate; taxpayers with an estate of 
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100,000 pesos or more must keep at least one registered 
book of accounts; interest at the rate of 144 per cent per 
month or fractional period will be charged on overdue 
taxes except in respect of the first installment, when the 
rate of interest will be 244 per cent per month; stipulated 
periods are allowed for claims, and regulations are laid 
down as to how these should be presented; taxpayers 
with assessments of over 10,000 pesos will pay by install- 
ments—25 per cent before March 1 (unless an extension 
of time for the presentation of a declaration is requested) . 
25 per cent before May 1, 25 per cent before July 1, and 
the balance within 120 days of notification of the final 
assessment. The installments will be fixed on the basis of 
the taxpayer’s personal statement, adjusted if necessary 
after revision by the tax authorities. Applicants for an 
extension of time for the presentation of declarations 
must pay 35 per cent of the previous year’s assessment 
as an initial payment, but subsequent quotas will be cal- 
culated on the taxpayer’s current declaration. The 
obligation to invest 21 per cent of taxable incomes over 
10,000 pesos in shares of the Empresa Siderirgica de 
Paz de Rio remains in force. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, March 7, 1953. 


Import Exchange Auction in Paraguay 


The Central Bank of Paraguay announced on March 23 
that the first exchange auction for the importation of 
merchandise included in Category IV of the import 
classification (nonessential and luxury imports) will be 
held during April (see this News Survey, Vol. V, p. 243). 
The amount of exchange offered for auction is equivalent 
to US$1.73 million, of which US$1.55 million is exchange 
allotted to certain kinds of cotton textiles and automobile 
parts and accessories which may be imported from the 
United States; the balance is mostly exchange to import 
coffee from Brazil. 

Importers are required to submit their bids (over and 
above the rate of 30 guaranies per U.S. dollar) between 
April 10 and April 20. The Central Bank will announce 
later the list of successful bidders, the amounts granted, 
and the auction surcharges. 


Source: El Pais, Asuncién, Paraguay, March 24, 1953. 





Other Countries 
New Zealand’s Balance of Payments 


In the calendar year 1952, New Zealand’s receipts and 
payments of foreign exchange yielded a net deficit of 
£23.5 million, in contrast to a net surplus of about 
£16 million in 1950 and also in 1951. The 1952 deficit 
resulted mainly from developments in the first half of the 
year. In that six-month period, payments for imports 
totaled £138 million against receipis from exports of 
£124 million. Nontrade transactions resulted in a small 






deficit, and the total net deficit was £16.5 million. In the 
second half of the year, when exports are normally 
seasonally low, there was a trade deficit of only £1.5 mil- 
lion, imports having fallen to £92 million and exports to 
slightly over £90 million. Nontrade transactions yielded 
a deficit of £5.5 million, and there was thus a total net 
deficit of £7 million. 

The regional accounts show that in 1952 New Zealand’s 
position deteriorated vis-a-vis each important area. The 
deficit with the sterling area increased by nearly £10 mil- 
lion, to £43 million; the 1951 surplus of £8 million with 
the dollar area disappeared, and the surplus with EPU 
countries fell from £31 million to £17 million. Trans- 
actions with all other countries similarly showed a much 
smaller surplus. The net overseas assets of the New 
Zealand banking system declined from £81.8 million at 
the end of 1951 to a low point of £64.8 million at the 
end of September 1952, but then rose to over £70 million 
at the end of the year. 

Source: Census and Statistics Department, Monthly Ab- 
stract of Statistics, Wellington, New Zealand, 
February 1953. 


Legal Tender in Sarawak and British North Borneo 


The former currency issues of the Government of 
Sarawak and the Government of British North Borneo 
have been demonetized, and as of December 31, 1952 the 
only legal tender currency in those territories is the 
Malayan dollar. 


Corrigendum 


Volume V, No. 37, March 27, 1953, p. 300, item 
“Argentina’s Export Rate for Cheese”: The second and 
third sentences should read, “The effective mixing rate 
for cheese exports is thus 11.40 pesos per U.S. dollar, 
which means a devaluation of the peso for this purpose 
of about 11 per cent, in relation to the former rate of 
10.10 pesos. The local currency proceeds from cheese 


exports are thus increased by 13 per cent.” 








International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 
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